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ABSTRACT
The Relationship Between Customer Service Quality 
and Restaurant Revenue in a Gaming-Centric Casino Environment
by
Karl D. Brandmeir
Dr. Robert H. Woods, Examination Committee Chair 
Professor of Hotel Administration 
University of Nevada Las Vegas
This study investigates the relationship between customer service quality and 
restaurant revenue in a casino. A recent search (August 2005) showed over 19,000 
citations in one database on the subject o f customer service quality. However, no studies 
specific to the casino industry were found. This study looked at three geographic 
locations of a gaming-centric casino company.
The results showed that customers the casino environments used for this study 
view friendly/helpful staff and shorter wait times as significant. Surprisingly food variety, 
food quality, a price/value relationship, and ambiance/décor are not significant influences 
on restaurant revenues in a gaming-centric environment.
These findings suggest that the traditional hospitality model o f the relationship 
between customer service quality and revenue may not apply to the casino environment.
Ill
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CHAPTER 1 
INTRODUCTION
A little history will provide a framework for this study. A successful career in the 
hospitality industry allowed the author an opportunity to live and work in more than 30 
cities around the world and in a variety of management positions. Nearly all o f the 
management positions involved the direct responsibility for food & beverage operations. 
While some o f these locations were free-standing restaurants, most were individual hotels 
ranging in size from 125 rooms to over 1800 rooms. Needless to say, the range o f the 
food & beverage facilities was as diverse as the property sizes and complexity. The small 
free-standing restaurant had a bar but no separate banquet functions rooms, while the 
most complex operation had six restaurants, four lounges as well as an excess o f 100,000 
square feet of banquet function space. Without exception, every food & beverage 
operation, as well as the hotel, placed strong emphasis on customer service quality. In 
fact the secret to the many years o f success in the industry can be attributed to improving 
the customer service in each of these operations. The continued successful improvement 
in customer service quality at each location in turn led to successive positions of more 
responsibility, culminating in a corporate position with responsibility for multiple 
locations.
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The customer service quality initiatives in each of these many operations centered 
on six attributes: friendly staff, food quality, food variety, wait time, price/value o f the 
customer experience, and the ambiance of the facilities. In an individual restaurant or bar 
every customer was just as important as the next. Therefore, the individual customer 
experience was very important to the long term success of the business. Most of the 
authors’ time in these businesses was spent working with the individual managers and 
superiors to improve the customers’ interaction with the six attributes. Most of the time 
an individual manager could influence the customers’ perception of the variables: 
friendly staff, food quality, food variety, wait time, price/value. Ambiance was usually 
out of the control of the unit level manager. Sometimes, corporate level management 
needed to be involved in making decisions that influenced the other five variables. The 
point here is that the customer experience with these six variables led to increases in 
operational revenues and in most cases increased operational profits. So what does this 
hospitality industry experience have to do with conducting this study?
It was noted earlier that all this success led to a corporate position with 
responsibility for multiple food & beverage operations. This position was with a gaming- 
centric casino company. The difference between a gaming-centric casino and an 
amenity-centric casino were soon evident. During the interview process it was explained 
to the author that the main duty o f food & beverage operations was to support the big 
money making part of the company; the casino. While this seemed intuitive because of 
the revenues in the casinos (Opton, 2002), only later did the reality become evident. 
Gaming-centric food & beverage operating standards turned out to be very different from 
traditional non-gaming operations. For a start, “some customers are created more equal
2
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than others” . This phrase refers to the fact that the casino has some customers that are 
very special and therefore are treated differently than other customers. Remember, that 
in the traditional hospitality setting, we treated all customers as equally important.
Several more surprises in operational philosophies were to follow.
A visit to a casino will show that the restaurants frequently have lines of potential 
customers waiting to enter the restaurant. Not only were there lines, but evidence that the 
management had planned for the lines by installing equipment to direct the formation of 
the lines. In the traditional hospitality setting wait time is minimized. Lines were not a 
good indicator of an efficient operation in such a setting because it usually meant the 
management had not planned and/or executed a plan properly. The reason for the planned 
lines in a gaming-centric environment became evident very soon. These lines were part 
o f the philosophy for restaurant operational efficiency. If a restaurant could operate at or 
near capacity then the cost per customer could be minimized. Keep in mind that the food 
& beverage operations were operated as support functions for the casino. Minimizing 
support costs would assist in maximizing the property-wide profit. The food & beverage 
operations strived for maximum operating efficiency; minimizing the cost per customer. 
In this operating environment, maximizing table utilization (the number of tables 
occupied per hour) was a standard for measuring operational success. This was further 
refined into tracking the number o f seats utilized per hour. This standard meant some 
customers would wait for longer periods of time because their party was the wrong size 
and would leave too many empty seats, which would in turn have an effect on the 
utilization statistic.
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This same casino company did studies of casino floor comfort, lighting, 
background music, and service for gamblers. However, these studies were propriety, 
seen only by a few key executives and were not available for viewing much less 
publication in whole or part. However, the author noted that no studies were being 
conducted about service attributes in the food & beverage operations; only efficiency 
studies. One o f the more important internal studies found that gaming volume was NOT 
related to food volume. This revelation then led to the question of what influences 
restaurant revenues in a gaming-centric casino environment. Is restaurant revenue in a 
gaming-centric environment influenced by the same variables that influenced restaurant 
revenues in the traditional hospitality setting as the author had experienced at previous 
points in his career? Answering such a question would be interesting and could impact 
the operational philosophy in the gaming-centric environment.
A search o f ProQuest® found 5,739 documents concerning perceived service 
quality and another 19,699 concerning the subject of service quality. However, the 
author was not able to find any documents about customer service quality in food & 
beverage operations in the casino industry much less any about the subject in a gaming- 
centric environment. It became obvious that these subjects are popular research topics in 
academia but that there was a void in the literature concerning the area of interest. At this 
point it seemed that the area o f interest (are restaurant revenues in gaming-centric casinos 
influenced by the same variables as traditional hospitality operations) could add 
something to management knowledge about the subject. The author then approached the 
subject of the study with corporate casino executives. After some assurances about
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
sensitivity and confidentiality, including legal documents, the approval was given for 
supplying data.
Significance o f  the Study
It became obvious to the author that a gaming-centric casino environment 
provided different operating standards than those of the traditional hospitality industry. 
Working around and competing with amenity-centric casinos also begged the question 
about influences on restaurant revenues in that environment. It seemed that the amenity- 
centric casino operating environment was similar to that o f the traditional hospitality 
model than the gaming-centric casino. However, no studies exist about either. This 
study provides a baseline for understanding these various operating environments. 
Hopefully the results will encourage additional research on the subject to help fill in the 
gap in such research. The results also assist casino management with some insight into 
the antecedents to restaurant revenues while suggesting that additional understanding of 
customer perceptions o f their restaurant operations are not only needed but may influence 
their total casino revenues.
In the year 2000, the food & beverage revenues accounted for 11.8% of total 
casino revenue in the state of Nevada (Opton, 2002). Understanding the relationship 
between customer perceived service quality and restaurant revenues should assist 
gaming-centric operations to better mange this portion of their casino operations and 
revenues.
This study contributes to the casino operations, marketing, and management 
literature by examining the relationship between perceived service quality and food & 
beverage revenues in gaming-centric casino environments.
5
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
Hypothesis
The area of interest has been translated into a single hypothesis. This hypothesis 
was investigated through examination and comparison of customer service quality 
responses and food & beverage revenues in three restaurant concepts in three gaming- 
centric casinos. All three casinos are operated by the same company. The single 
hypothesis for this study is:
H: Perceived service quality will have a positive relationship to total restaurant
revenue in a gaming-centric casino environment.
While there was a temptation to expand this hypothesis, the establishment o f a 
solid baseline in this area o f study was more important.
Delimitations
The data for this study was from one company and therefore generalization of the 
result to other operations cannot be made. However, until others study non-gaming- 
centric operations the results may be assumed to be true in all casino operations. 
Limitations
This study was limited to gaming-centric casino operations. Studies of non­
gaming-centric casino operations, may yield varying results. The survey instrument used 
in this study invited customers to share their opinions about other experiences during 
their gaming-centric casino visit. These other variables may influence the dining 
experience or they may influence customer responses about dining satisfaction, and this 
may certainly be the case in non-gaming-centric casino operations. Determination o f this 
is not included in this study and other researchers are invited to use this study as a 
springboard to investigating such operations.
6
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There may also be other variables not included in the questionnaire that influence 
the dining experience and perceived customer quality, especially in non-gaming-centric 
operations, as noted above. In addition, there may be a third variable, such as operational 
climate, whieh influences dining experience. Operational climate can be defined in this 
study using two types of casino models: 1) gaming-eentric casinos in which the complete 
revenue focus is on gaming revenues and all other customer service outlets are viewed as 
amenities to help generate gaming revenues and 2) non-gaming-centric casino 
environments in which other outlets are viewed as revenue centers.
Additionally, data used in this study was limited only to the items measured by the 
questionnaire. It should be known that this questionnaire was designed by the gaming- 
centric casino in question to generate data on various topies of interest to the casino at 
that time. For instance, service quality measures in this questionnaire are all single item 
measures; therefore the reliability of the measures cannot be assessed. The study assumes 
that both customer satisfaction and revenue data handled by the corporation were 
accurately recorded and reported. Data provided by the gaming-centric company was due 
to relationships established by the researcher over time and other researchers would be 
well-advised to know that such data are not often provided by casino operations of any 
kind. Instead, it is viewed as extremely sensitive and proprietary. Only the long-term 
relationship between the casino and the researeher allowed the use o f such sensitive data.
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Definitions o f  Terms
Autocorrelation: the correlation that may occur between adjacent values of residual or 
error terms in a time series (Frechtling, 1996; Makridakis, Wheelwright, & Hyndman, 
1998).
Buffet: a style of restaurant. The food is displayed in large quantities and the customer 
chooses their own portions. Service by the staff in the dining area is usually limited to 
beverages and clearing soiled dishes and service items from the customer’s table. In the 
casino setting, the meal is paid by the customer before dining. This style of restaurant in a 
casino is frequently open 24 hours with short periods of closure between meal times for 
changing the food selections and cleaning.
Coffee Shop: usually a casual atmosphere restaurant with a selection o f food items that fit 
all meal periods. In a casino, these restaurants are usually open 24 hours a day since the 
menu lends itself to all meal times.
Gaming-centric Casino: a casino or casino resort operating in a manner where all 
departments operate in support o f the casino which is the primary source of revenue. 
Perceived Service Oualitv: customer evaluation of the restaurant on product and service 
attributes during the service encounter.
Steakhouse: a table service restaurant that customarily specializes in steaks and seafood. 
The beverage selection available is usually larger than in a buffet or eoffee shop. This 
type of restaurant is open for dinner and in some cases for lunch.
Time Series: an ordered sequence of values of a variable observed at equally spaced time 
intervals (Frechtling, 1996; Makridakis et al., 1998).
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CHAPTER 2 
REVIEW OF LITERATURE
Introduction
The number o f studies that look at satisfaction with service quality, hereafter 
referred to as pereeived service quality, and its antecedents are numerous. This area of 
study has a long history of interest by the academic community. This chapter summarizes 
the relevant literature, ineluding the area of revenue growth that may be influeneed by 
perceived service quality.
Perceived Service Quality
Earlier in this paper perceived service quality was defined as the customer 
evaluation of produet and serviee attributes during a service encounter. In this case, this 
perception occurred in food and beverage operations in a gaming-centric casino. As 
previously noted, much has been written about perceived service quality, although no 
work has previously addressed this concept within casino operations. Therefore, the 
following literature review consists of research articles and books focusing on the 
perceived service quality concept, although not as applied to casino industry 
management. This literature review also reports on topies related to perceived service 
quality, including the serviee-profit chain, customer satisfaction and purchase intention 
and retention. Included is a literature review o f revenues and profits needed to address the
9
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
importance o f those factors required to measure the relationship between perceived 
service quality and these topies.
Pereeived service quality has been broadly studied. Zeithaml, Berry and 
Parasuraman (1996) looked at the topic while studying the consequences of service 
quality on customer behavior. Their research is viewed as seminal in this area and has 
been cited countless times as such. Zeithaml (2000) later reiterated the results o f this 
research, estimated the worth of a customer and noted that much was still unknown about 
this topic. These articles note that consumers use a variety of cues to evaluate products 
and services. As Zeithaml and others (Hartline & Jones, 1996; Zeithaml, 1988) noted, 
these cues are related to perceived product/service attributes and/or features as noted by 
consumers. The fact that these are noted by consumers is an important consideration to 
keep in mind.
A later study of brand equity and firm performance by Kim and Kim (2004) found 
that this notion of perceived service quality could be applied in hospitality research and 
noted that, in fact, perceived quality was an important factor customers used to evaluate 
restaurants. Interestingly, this same study also found that customers differentiated 
between high and low-performing restaurants primarily on this factor. This same research 
indicated that other factors, such as the experience of restaurant personnel, cleanliness 
and error corrections did not relate to perceived service quality by consumers. Therefore, 
this result indicates that perceived service quality may be the most important factor used 
by customers when evaluating a restaurant and that other quality measures were not 
reliable predictors in such evaluations. Venelis and Ghauri (2004) also found that 
perceived service quality contributed to long-term relationships between customers and
10
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organizations and that customer retention in the advertising industry was dependent on 
such observations. Kimes (2004) and Noone (2005) then found that perceived service 
quality was negatively impacted when the service encounter was either very fast or very 
slow; thereby reinforcing the notion that perceived service quality is of the utmost 
importance in service encounters. Research by Kimes (2004) also noted that wait time 
was an important consideration in the perception of service quality by customers in 
restaurants and that customers with negative opinions about the amount of time waiting 
typically also held negative opinions of the restaurant experience as a whole.
The concept o f perceived service quality was also addressed by Swanson & Davis 
(2003), who noted that customers typically place responsibility for service quality 
squarely on the shoulders of their primary restaurant contact, the server first, and later the 
management of the operation. Aside from noting that service delivery was a paramount 
factor in determining the customer’s perception of overall service quality, these authors 
also noted that the same was true for customer evaluations of service quality and 
satisfaction as well as behavioral intent, in this case the intention to return to the 
restaurant and/or the customer’s view of overall service quality of the restaurant. These 
researchers noted that customers typically held management responsible for how the 
service was delivered, although their objections to service delivery were made primarily 
to servers. Swanson and Davis (2003) also noted that the physical environment o f the 
restaurant played a role in overall perceived service quality. As expected, these 
researchers also noted that the perception of service quality, interpreted as customer 
satisfaction in this case, had a significant and positive relationship upon both word-of-
1 1
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mouth advertising by these customers as well as their repurchase intention, or intention to 
visit the facility again.
Research conducted by Sureshchanar, Rajendran and Anatharaman (2002) played 
an important role in forming how the current research was undertaken. Research by this 
group noted that the relationship between customer perceptions o f service quality and 
satisfaction could be influenced by total quality service initiatives by the establishment.
In service organizations, customer-perceived service quality should be considered as the 
primary determinant of business performance. This research showed that perceived 
service quality could be controlled by the establishment. These three authors also noted 
that soft issues in general, including customer focus, service culture, employee 
satisfaction, top management commitment/leadership and social responsibility all also 
seemed to be more vital than hard issues in positively influencing customer-perceived 
service quality. This observation is important, as it became a key element in the decision 
to investigate the extent to which the same was true in casino industry environments.
This study represents the baseline for future studies designed to measure how changes by 
management might influence perceived service quality.
Brady and Cronin (2001) looked at the concept o f perceived service quality from 
a historical perspective. Their thoughts on the subject centered around four concepts: the 
Nordic model (Grdnroos, 1984), the SERVQUAL model (Parasuraman, Zeithaml, and 
Berry, 1988), the Three-Component model (Rust and Oliver, 1994), and the Multilevel 
model (Dabholkar, Thorpe, and Rentz, 1996). Each of these models was an attempt to 
explain the antecedents of perceived service quality. The SERVQUAL model was also 
an attempt to provide a basis for measuring perceived service quality. The SERVQUAL
12
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model has been questioned (Babakus and Boiler, 1992; Brown et al, 1993; Cronin and 
Taylor, 1992, 1994; Teas, 1993, 1994) as a method of measuring perceived service 
quality. Such discussions have shown that the subject o f perceived service quality 
measurement is still in debate and that SERVQUAL is not the only measurement 
methodology and is continuing to be a popular subject of investigation.
Kettinger and Lee (2005) looked at what they termed “zones of tolerance” as an 
alternate scale for measurement and found that this method was informative in examining 
the topic. Cheng (2006) found that other factors were also present in restaurants and 
further noted that such factors as food quality and atmosphere influenced perceived 
service quality in restaurants in Taiwan. Walker, Johnson and Leonard (p. 23-27, 2006), 
added to this concept by noting that the conceptualization of customer value could be 
influenced by management actions at various points in the service-profit chain.
Another study based in Taiwan (Lee & Hwan, 2005) had previously shown how 
perceived service quality was influential in a banking environment and noted that the 
perceived service quality was an antecedent to customer satisfaction in the Taiwanese 
banking industry. The Lee and Hwan study also further introduced to the current study 
the concept of testing how perceived service quality influences revenues and/or 
profitability. The impact of perceived service quality on customer satisfaction was also 
studied by Nadiri and Hussain (2005) in reference to perceptions of service quality in 
hotels in North Cyprus. Their study is important as it showed that regression could be 
effectively used to measure perceived service quality. A study on meal experiences in 
restaurants in Norway noted a similarly effective use of regression for this type of 
analysis.
13
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Other studies examining perceived service quality in the hospitality industry 
include one conducted by Mak, Sim and Jones (2005), which examined customer loyalty 
in hotels. In the study, the authors report on various steps management has taken in an 
attempt to influence perceptions of service quality in hotels, including (interestingly 
enough) publicizing their preparations for terrorism, natural disasters and epidemics. The 
principle finding of this study was that customer loyalty is dependent on perceived 
service quality, which in the hotels studied, consisted primarily o f customer observations 
about timeliness, facilities and ambience. This study also suggested that constant 
updating and maintenance of the hotel's facilities was paramount in influencing perceived 
service quality in this way.
Not all studies conducted on perceived service quality have come to the same 
conclusions. For instance, Dewald (2003) found that the perception of service quality 
received by customers had no impact on the size of tips left in restaurants in Hong Kong 
which included tips in their bills. Some other factors, notably frequency of visitation, did 
influence how much tip was left in addition to the amount fixed by the restaurant.
Perceived service quality has been viewed by many researchers in relatively 
simple terms such as observations of perceptions being equal to results o f customer 
satisfaction. Brady (2001) helped sort through this notion by noting that perceived service 
quality is complex and suggested that there were three dimensions to this concept, each 
affecting customers perceived service quality. According to Brady (2001), these three 
dimensions are the reliability, responsiveness and empathy with which services are 
delivered. Ross (1994) had earlier noted that hospitality employees formed perceptions 
about the service they provided, or that provided by their establishments, in much the
14
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same way. In exploring this concept further, Hartline and Jones (1996) found that 
performance cues were responsible for influencing perceived service quality among 
restaurant employees.
Concepts Related to Perceived Service Quality
Several concepts related to perceived service quality have been studied 
substantially, but again, none of these studies has observations from a gaming-centric 
casino environment. For instance, the service-profit chain and customer satisfaction have 
been noted as potentially influencing how customers perceive service quality. 
Accordingly, the literature on these subjects was reviewed to determine the extent to 
which the concepts might apply to the current study. While complete literature reviews of 
each of these topics is neither possible nor warranted in the current study, it is important 
to identify the extent to which scholars connected these topics to perceived service 
quality. Several observations are noted in the pages that follow. Several studies have been 
done since the introduction of the service profit chain (SPC) in The Service Profit Chain 
(Heskett, Sasser, & Schlesinger, 1997).
One of the earliest empirical investigations into the concept o f service and 
profitability was done by Burleson (1997). This study found support for the contention 
that employee satisfaction reduced turnover, reduced payroll costs, and increased 
productivity. There was also the confirmation of customer value increasing customer 
satisfaction. It is important to note that a positive relationship of satisfaction and revenue 
growth was also confirmed in this study. However, the link from customer satisfaction to 
customer loyalty to perceived service quality was not confirmed. Additionally, there was 
a negative correlation between satisfaction and profitability.
15
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Rucci, Kim, and Quinn (1998) examined the transformation in Sears, Roebuck, 
and Company by using the principals of the service profit chain concept. While customer 
satisfaction on a national scale had been dropping for several years (Rucci et al., 1998), 
Sears saw an increase in employee satisfaction of 4% and an increase in customer 
satisfaction of almost 4%. This translated into an increase of over $200 million in 
revenues and an increase in market capitalization of close to $250 million. These results 
appear to indicate that customers did not rely solely on their perceptions of satisfaction in 
choosing where to shop.
Anderson and Mittal (2000) suggested a different approach and noted that when 
assessing the profitability of customers that the firm should make the assessment by 
market segment. These authors noted that while total profitability may enjoy a positive 
relationship with customer satisfaction in some cases, certain segments may not be worth 
the company’s investment since the return may be very small or economically unfeasible. 
Kamakura, Mittal, Rosa, and Mazzon (2002) confirmed that the magnitude of the 
retention-profitability link in Brazilian banks had significant variations between market 
segments but also noted that company objectives were an important consideration again. 
Another look at the serviee-profit chain in the banking industry (Gelade & Young, 2005) 
found a link between increased customer satisfaction and increased sales, and suggested 
that perceived service quality could be measured in terms of company revenues and/or 
profitability.
The impact of the service profit chain does not appear to be universal, however, as 
a study in the hospital environment (Fletcher, 2001) found no evidence that the service- 
profit chain existed in that service environment at all. Kamakura, Mittal, Rosa, and
16
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Mazzon (2002) helped to explain this by noting that every application of the service 
profit chain is unique to each data set and may have limitations o f analysis (Kamakura, et 
al., 1998). They then noted that different serviee-profit chains exist for different customer 
groups. The challenge will be to develop the models to lay the groundwork for 
implementation to those various customer segments. Kamakura et al. also recognized that 
SPC links entail lag effects and therefore it would be desirable to use multi-period data at 
the individual firm loeation level.
Customer satisfaction has also been suggested as a surrogate measure of 
perceived service quality. Researches found that there are mixed opinions about this 
topic. For instance, customer satisfaction research has centered on: expectations, 
disconfirmation of expectations, performance, and affect.
Some early investigations looked at the anticipation approach with the outcome 
that expectation had a direct influence on satisfaction (LaTour & Peat, 1979; Oliver & 
DeSarbo, 1988). These studies suggest that consumers assimilate satisfaction to 
expectation to avoid dissonance when satisfaction levels and expectations diverge. 
According to this school o f thought, results in satisfaction judgments are correspondingly 
either high/low when expeetations are high/low (Oliver, Rust, & Varki, 1997). Whether 
or not expectations play a role in this relationship was unclear in this study but empirical 
results in a separate study support a positive relationship between expectations and 
satisfaction (Beardon & Teel, 1983).
Fomell and Johnson (1993) found that they could make meaningful comparisons 
between industries using Swedish Customer Satisfaction data. A similar result was, not 
surprisingly, reported by Fomell, Johnson, Anderson, Cha, and Bryant (1996) using the
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American Customer Satisfaction Index (ACSI) which assumes that customer satisfaction 
is more quality driven than value or price driven. Industry leaders and academics have 
accepted the concept that customer satisfaction behavior has a positive affect on business 
results (Kotler, 1984; Oliver et al., 1997; Vavre, 1997) but is still debating the extent to 
which these measures are useful in studying the process.
Disconfirmation looks at expectation on a comparative basis. Beardon and Teel 
(1983) looked at expectation from this comparative view point and noted that consumers 
appear to be satisfied when the outcomes exceed the expectation (positive 
disconfirmation) and dissatisfied when the outcome is less than the expectation (negative 
disconfirmation) and is just satisfied (zero disconfirmation) when the outcome and 
expectation are equal (Oliver, 1981; Oliver & DeSarbo, 1988). Performance is a 
component o f disconfirmation due to after-the-fact comparative processing o f expectation 
against performance but is also looked upon as directly influencing satisfaction 
(Churchill & Surprenant, 1982; Hastead, Hartman, & Schmidt, 1994; Oliver & DeSarbo, 
1988; Tse & Wilton, 1985).
Studies that investigated the affective component (Mano & Oliver, 1993; 
Westbrook, 1987; Westbrook & Oliver, 1991) found affect having an impact on 
satisfaction levels beyond the expectancy-disconfirmation effects. Emotions from the 
consumption have a residual nature that can be recalled by the consumer in the future. 
Affect is, therefore, thought to have a positive relationship to satisfaction. This implies 
that the consumer may use affect in the future for expectancy-disconfirmation 
comparisons.
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Lam, Shankar, Erramilli, and Murthy (2004,) and Venelis and Ghauri (2004) find 
that customer satisfaction leads to customer retention and long-term relationships with 
customers. These studies were in the business-to-business context and used patronage as 
a proxy for customer intention to repurchase. Results o f the study found that greater 
customer satisfaction leads to greater customer patronage, which implies greater revenue, 
although studies noted earlier in this literature review appear to contradict this notion.
Hartline and Jones (1996) note that some researchers (Bolton & Drew, 1991 ; 
Boulding, Kalra, Staelin, & Zeithaml, 1993; Zeithaml, 1988) suggest that global 
measures of quality and value are attitudinal and develop over time, while specific 
performance ratings are linked to the immediate service. This is a similar to a definition 
put forth by Parasuraman et al. (1988). This is important as it suggests that perceptions of 
service quality are also developed over time. This appears to be confirmed by the study of 
Hong Kong restaurant tipping noted earlier in this literature review.
Soderlund and Ohman (2003) suggest that since behavioral data is seldom 
collected, satisfaction researchers use intention as a proxy to conclude the link from 
satisfaction to intention will be different. Soderlund (2002, 2003) shows satisfaction 
affecting the intention constructs with unequal strengths. Soderlund and Ohman (2003) 
later replicated and extended this research and find the same results showing a strong 
association between satisfaction and intentions when it is intention-of-want versus 
intention-of expectations or intention-of-plans.
Whether or not customer loyalty influences perceived service quality has also 
been studied. In one such study Jyh, Droge, and Janvanich (2002) found that while 
customer knowledge can affect how loyalty is formed, employee service quality plays a
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larger role in defining perceived service quality. Liljander (1994) had earlier noted that 
satisfaction and perceived service quality was not the same thing and that loyalty could 
exist without a perception o f service quality in some environments. In contrast, Bei and 
Chiao (2001) noted that consumers' perceptions about service quality, product quality, 
and price fairness are almost equally important to build up their satisfaction, thus 
verifying the importance of perceived service quality as an antecedent to satisfaction.
Some studies have also shown that customer satisfaction has an impact on 
purchase intentions (Bolton & Drew, 1991), customer retention (Mittal & Kamakura, 
2001), and financial performance (Anderson, Fomell, & Lehman, 1994; Keinington, 
Goddard, Vavre, & Laci, 1999; Leung, Li, & Au, 1998). In examining these studies and 
others, it is evident much has been written about this topic. However, how it relates 
directly to perceived service quality is not clear. Using data from the auto industry, for 
instance, (Lambert-Pendraud, Laurent, & Lapersonne, 2005) found that older consumers 
repurchase a brand more frequently. The results showed that older consumers considered 
fewer brands, fewer dealers, fewer models, and chose very established brands, thereby 
suggesting that changes in the brain as people age has an impact on their perceived 
service quality. A similar result (Cole & Balasubramanian, 1993) was found by looking 
at older consumers and their purchase of cereals. Several other researchers have also 
confirmed that customer satisfaction has quantifiable impact on future repurchase 
intentions (Mittal, Ross, Jr., & Baldasare, 1998; Varki & Colgate, 2001; Zeithaml et al., 
1996, Netemeyer, Maxham 111, and Pullig, 2005). Each of these studies noted the 
important role that customer-directed performance by the service staff had a pronounced 
influence on customer purchase and re-purchase intent.
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Actual and perceived performance on satisfaction and behavioral intention was 
the focus of Burton, Sheather, and Roberts (2003), as well. Actual performance was 
found to be a significant predictor o f customer satisfaction and customer experience was 
also significantly associated with behavioral intentions. These results suggest that as 
actual performance improves, the firm may benefit from informing its customers of the 
fact instead o f assuming that the customer will recognize improvement when it happens. 
The gaming industry follows this suggestion when they advertise the high ratings given 
to their casinos from various publications and surveys.
Both researchers (Sheth, Sisodia, & Sharma, 2000; Zeithaml, 2000) and managers 
(Brookes & Stodin, 1995; Wiegran & Koth, 1999) share the belief that “share-of-wallet” 
and customer satisfaction are linked. However, Keinington, Perkins-Munn, and Evans 
(2003) looked at the impact of customer satisfaction on share-of-wallet in the business-to- 
business environment and found a positive non-linear relationship wherein the greatest 
positive impact was at the upper levels of satisfaction. As an extension of this share-of- 
wallet approach, Perkins-Munn, Aksoy, Keiningham, and Estin (2005) looked at using 
actual sales as a proxy for share-of-wallet. In this study of Class 8 trucks and 
pharmaceuticals, the results suggest that some firms may use actual purchases as a proxy 
for share-of-wallet when examining this topic.
Researchers have also linked customer satisfaction to customer retention, and this 
appears to be related to perceived service quality, as well. For instance, Bolton (1998) 
Jones and Sasser (1995) and Loveman (1995) each looked at this topic and found similar 
results. Others attempted to link this customer retention to increased revenues and profits 
(Hogan, Lemon, & Libai, 2003; Reichheld, 1993; Reichheld, Markey, & Hopton, 2000).
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However, more recent investigations have questioned the use o f retention as a reliable 
means for projecting profitability (Coyles & Gokey, 2002; Reinartz & Kumar, 2000;
Rust, Lemon, & Zeithaml, 2004). The theme of these studies appears to be that some lost 
customers may not be lost for good. In fact, Coyles and Gokey (2002) found that 
focusing on the customers spending habits and share-of-wallet could improve the value to 
the firm by up to 10 times that o f focusing on retention alone. Each of these results 
implies that retention does not necessarily equal loyalty.
Revenue and Profits
Industry-level analyses show that with higher customer satisfaction levels the firm 
can expect higher profits (Anderson et al., 1994; Loveman, 1998). Edvardsson, Johnson, 
Gustafsson, and Strandvik (2000) studied the effects on profit and firm growth using data 
from the Swedish Customer Satisfaction Index. Their results clearly show a difference 
between services and products with respect to financial performance. For instance, 
satisfaction appears to have a stronger impact on profit for services than for products and 
nearly twice the impact on revenue growth for services versus products. These same 
researchers also found that satisfaction has a larger effect on both share of wallet and 
profits for services than for products. This is important because it seems to indicate that 
because of the intangibility of services, customers seem to place more emphasis on their 
trust of the services provider. In addition, these studies also appear to indicate that 
profitably is linked to these factors.
Linkage from customer retention to revenue was also noted by McCashland 
(2000). In this study, customer satisfaction was seen as a direct predictor of customer 
retention and revenue of dental offices. Yeung and Ennew (2000) used data from the
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American Consumer Satisfaction Index to look at the relationship of customer 
satisfaction and internal measures o f business performance success and found that 
customer satisfaction showed a significant positive impact on all internal measures. 
Customer profitability as defined by Pfeifer, Haskins, and Conroy (2005) is defined as 
the difference between the revenues earned and the costs associated with obtaining those 
revenues during a specified period. These researchers contend that profitability in the 
accounting sense (i.e., shot term) may be different from that used by financial scholars 
(who appear to see profitability as more of a long-term phenomenon).
It must be remembered that increased revenue does not always foretell improved 
profits. Keiningham, Perkins-Munn, Aksoy, and Estrin (2005) found this to be the case 
with the institutional securities industry wherein revenue had a negative correlation with 
unprofitable customers, while revenue had a positive correlation with profitable 
customers.
Rust, Moorman, and Dickson (2002) acknowledged that a revenue focus for a 
firm implies a customer focus and market orientation. In other words, these forces are 
inevitably intertwined. Zeithaml (2000) supports the idea of linkage from customer 
satisfaction and perceived quality to positive business outcomes but did not study the 
effect on profitability. Rust et al. (2002), however, looked at the idea of revenue 
expansion, cost reduction, or both as a preferred management orientation and found that 
firms that employ a revenue focus outperform those that attempt revenue expansion 
through cost reduction. In a similar study (Sittimalakom & Hart, 2004) that looked at 
market orientation versus quality orientation, it was shown that a quality orientation can 
achieve superior business performance. Raju and Lonial (2002) found similar results
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when looking at the hospital industry by using internal practices and services as a 
surrogate for quality in hospitals.
In examining a business-to-business context, Bowman and Narayandas (2004) 
studied the impact that decision-making units, strategic supplier selection, and resource 
allocation at the individual customer level had on perceptions o f quality. In their study 
customer satisfaction increased returns but the firm needed to allocate their limited 
resources carefully and appreciate their customer’s relationships with other vendors, as 
well. They also found that the allocation o f resources at the market or segment level was 
a suboptimal strategy. These authors suggested, therefore, that the allocation of limited 
resources should be at the individual firm level because this has the greatest effect on 
individual customer profitability.
Cho and Pucik (2005) studied innovativeness, growth, profitability, and market 
value. While they were looking at the high tech industry, the results do have implications 
for other industries by suggesting that the ability to balance innovation and quality is an 
intangible resource that is critical to the growth and profitability o f the firm. This, 
obviously, suggests that the manner in which resources are allocated in a firm are 
important considerations to whether or not profitability is enhanced.
Customer satisfaction and its relationship to revenue has also been the subject of 
numerous studies. Chong and Wong (2005) suggested that online companies, particularly 
those that are small or regional, invest their limited resources into a few satisfaction 
attributes and that the spillover effect from this will also improve other satisfaction 
attributes. A food retailing investigation of a supermarket chain (Gomez, McLaughlin, & 
Wittink, 2004) shows a link from customer satisfaction to improved retail sales, but no
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link to perceived service quality was discussed. Another retail study (Babakus, Bienstock, 
& Scotter, 2004) found that an increase in perceived product quality and perceived 
customer service quality lead to increased growth in customer traffic and revenue while 
Ittner and Larcker (1998) took the accounting point o f view to see if non-financial 
indicators (customer satisfaction) are also indicators of accounting performance. In this 
study, Ittner and Larcker (1998) found that “prior empirical studies provide mixed 
evidence on the relation between customer satisfaction indexes and financial 
performance”. In the Ittner and Larcker study, the results show a nearly linear 
relationship between customer satisfaction scores in first year data and increased revenue 
in the second year data of consumer satisfaction. In summary, their model would predict 
future positive change in revenue as current satisfaction levels increased. Riley ( 1998) 
did a similar study o f the airline industry and found that the non-financial indices were in 
deed highly correlated to the financial statement proxies. Srinivasan, (1997) then found 
that customer satisfaction was significantly related to future performance as measured by 
revenues and profits.
Guo, Kumara. and Jirapom (2004) as well as Rust et al. (2002), propose that there 
is a lagged effect between customer satisfaction and the firm’s financial performance and 
concluded that organizational performance (whether customer satisfaction or sales) has a 
carry-over effect: past achievements affect current data. This result validated the earlier 
finding by Rust et al. (2002). In a related study of the restaurant industry, Bernhardt, 
Donthu, and Kenneth (2000) found that the change in satisfaction had an impact on 
financial performance over time, although not necessarily immediately.
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There also appears to be a difference in lagged effect in goods versus services.
For instance, Anderson, Fomell, and Rust (1997) found that customer satisfaction had a 
significant relationship with profitability in the service industry but not so with products. 
The use of lagged variables has been suggested as an appropriate way to capture 
unobserved variables such as luck (Barney, 1986b) and corporate culture (Barney,
1986a).
Many industries have subscribed to the service-profit chain concept (Littman, 
2005; Heskett et al, 1994; Loveman, 1998; Rucci et al, 1998). In fact, Kamakura et al. 
(2002) suggest that different service-profit chains exist. This implies that the study results 
may vary by industry and differences between the casino industry and others were 
anticipated.
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CHAPTER 3 
METHODOLOGY
Introduction
This chapter covers of the research design, data collection methods, data coding, 
and data analysis techniques used in this study. Bernhardt, Donthu, and Kenneth (2000) 
suggest that linkage of customer satisfaction and company profitability may be masked in 
cross-sectional studies. They stated that time series data may uncover the nature of these 
relationships. Loveman (1998)) made a similar suggestion. Multiple regression will be 
used to examine the antecedents to restaurant revenue in a gaming-centric environment. 
Research Design
This study uses a time-series design to understand the relationship between 
perceived customer service quality and restaurant revenue. The literature suggests 
(Szymanski & Henard, 2001) that the correlation coefficient is the appropriate method to 
report customer satisfaction relationships. The correlation preserves the continuous 
properties in the satisfaction measure and any correlates.
Data Collection
The study uses secondary data for customer service quality and restaurant 
revenues for a ten month period. The customer service data for this study were collected 
through the customer survey o f a casino corporation for a ten month period of January
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through October. All the customers who used their frequent player card were included in 
the population of possible recipients for the survey. These data were then sent to a 
contracted research company that handles the actual survey and tabulates the results. The 
contracted research company filters the data. The filtering process was conducted to 
remove any duplicate customer listings and removes any customers who have received a 
survey in the previous twelve months. This procedure ensured that the data for each 
month is a new set of previously un-surveyed customers. This filtered list is then used for 
generating a random sample for mailing of the survey instrument. The filtering process 
and the random selection sampling are done electronically with no human selection. A 
postage-paid return envelope is included in the mailing. The completed surveys were 
mailed directly to the research company from the customer. The sample size for each 
month was about 2,000 (Littman, 2005). The results are tabulated and reported back to 
the casino corporation by the research company.
The survey instrument is from a casino company known for its ability to conduct 
quality research investigations into its customer base and extract information that allows 
it to increase revenues from repeat customers (Littman, 2005). The academic research 
approach used in various aspects of their business (Littman, 2005) was also evident in the 
survey instrument design. The restaurant revenue figures were supplied by the corporate 
finance department that is responsible for producing documents for internal and external 
reporting, including governmental agencies. These figures are subject to internal and 
external audits to ensure their accuracy.
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Measurement and Data Coding
The casino company’s customer satisfaction survey included five questions about each 
restaurant (Appendix A) and the customers evaluated each restaurant on the same set of 
six service attributes:
Friendly/helpful 
Food quality,
Price/value,
Waiting time to be seated.
Food variety.
Ambience/decor.
The customer indicated their service experience by marking one o f five letters: 
A=Excellent 
B=Good 
C=Fair 
D=Poor 
F=Failure
A “don’t know” option was also available. The answers on the questionnaire were then 
recoded using the following scale:
5=excellent 
4=good 
3= fair 
2~ poor 
1= failure
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Any response with a “don’t know” answer was deleted. The data were aggregated at 
property level for each month by converting the frequencies for each questionnaire 
answer-category to a percentage of the total. For example,: a score for the 
friendly/helpful service attitude of 51.38 is the percentage of excellent category for all 
responses in that category for a given month for that particular location..
Three other variables were also collected; location of a restaurant, type of 
restaurant, and month. These three variables were used as control variables. There are 
three types o f restaurants used in the study: buffet, steakhouse, and café (twenty-four 
hour, seven day a week operation). The data for the restaurants is from three different 
casino locations for a ten month period. Thus, the aggregated sample size is 90 (ten 
months for three locations and three restaurants at each location).
Data Analysis
Multiple regression analysis was chosen as the method of analysis since there is a 
single metric dependent variable o f restaurant revenue, and more than two independent 
variables (Hair et al, 1998). Monthly restaurant revenue was regressed by the six items of 
the customer satisfaction attributes along with three control variables. Before conducting 
a multiple regression analysis, the data were examined for the assumptions of regression 
such as normality, linearity, and multi-collinearity.
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CHAPTER 4 
RESULTS
Introduction
The following chapter presents the results o f the statistical analysis of the data 
used in this study. Tests were conducted to ascertain if  the assumptions for multiple 
regression were met. Collinearity diagnostics were performed and the results presented. 
Descriptive Statistics
Table 1 shows friendly/helpful has the highest mean percentage of 51.38. Food 
quality is the second highest percentage at 42.95. The price/value score is the lowest with 
31.43.
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Table 1
Descriptive Statistics for Variables (pooled data) N=90
Variables________________________Mean______ Std. Dev.______ Minimum______Maximum
Excellent friendly/helpful staff (%)' 51.38 9.44 36.90 68.80
Excellent food quality (%)' 42.95 13.98 25.90 67.30
Excellent price/value (%)' 31.43 5.16 23.30 42.50
Excellent waiting time (%)' 36.11 8.50 24.60 51.60
Excellent ambiance/decor (%)' 38.32 11.89 24.20 61.10
Restaurant revenue^ 358.83 161.40 26.30 844.11
1 : Measured as the pereentage of responses 
2: In thousands of dollars.
Assumptions
Histogram and normal p-p plots were used to assess the normality and linearity. 
No violations o f normality and linearity were detected (see Appendix B). A two-part 
process was used to assess multiple correlation between the independent variables and 
identify any possible multi-collinearity.
First, the collinearity of combinations o f variables in the data was assessed using 
the condition index. The most common threshold value used for the condition index is 30 
(Hair et al., 1998). Secondly, the regression coefficient variance-decomposition matrix 
was used to determine the proportion of variance for each regression coefficient. Those 
variables identified as exceeding the threshold in the first step are then examined to 
identify variables with variance proportions of .90 or above (Hair et al.; Pedhazur, 1997).
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If two or more coefficients are above the .90 threshold for variance proportion for a 
variable identified in step 1, then a collinearity problem is indicated. Table 2 shows the 
collinearity diagnostics discussed above.
Table 2
Collinearity Diasnostics
Variance Proportions^
Eigen
Dem Index -value Constant Mo*’ Loc'’ Rest'’ Pefh” Pefo^ Pen" Pew'’ Pev'’ Pea'
1 9.432 1.000 .00 .00 .00 .00 .00 .00 .00 .00 .00 .00
2 .242 6.236 .00 .28 .01 .06 .00 .00 .00 .00 .00 .00
3 .190 7.048 .00 .55 .01 .10 .00 .00 .00 .00 .00 .00
4 .092 10.123 .00 .02 .28 .10 .00 .00 .00 .00 .00 .00
5 .039 15.564 .02 .01 .14 .01 .00 .00 .01 .00 .01 .03
6 .005 41.912 .25 .01 .13 .40 .01 .01 .08 .17 .11 .00
7 .003 52.443 .09 .08 .06 .02 .00 .07 .02 .32 .01 .86
8 .003 57.799 .10 .05 .00 .10 .03 .30 .33 .40 .00 .02
9 .002 72.359 .01 .00 .27 .20 .04 .16 .48 .07 .87 .06
10 .001 100.671 .53 .00 .10 .02 .93 .46 .07 .03 .00 .02
a. Dependent Variable: restaurant revenue
b. Variable names: Mo=month, Loc=location, Rest=restaurant type, Pefh=percent 
excellent friendly/helpful, Pefq=percent excellent food quality, Pep=percent excellent 
price value, Pew=percent excellent wait time, Pev=percent excellent food variety, 
Pea=percent excellent ambiance/décor.
Table 3 shows the model summary. Model one shows the result of the regression
with the control variables. The results show that the control variables explained 25% of
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the variance of the monthly restaurant revenue, R^= .249, p<.000. Model two results 
show that the customer service perception variables explained an additional 49% of the 
variability in restaurant revenue, R^ change=.49, p <.000.
Table 3
Model summary for the Dependant Variable: Restaurant Revenue
Std. Error 
Adjusted of the
Model R R Square R Square Estimate Change Statistics
R Square Sig. F
Change F Change dfl df2 Change
1 .499(a) .249 .223 142259.880 .249 9.524 3 86 .000
2 .861(b) .742 .713 86503.821 .492 25.432 6 80 .000
Table 4 shows the summary of the regression coefficients, F test, and 
significance. Month significantly predicted restaurant revenues, P = 7500.80, t (80) = 
2.23, p< .028. City location significantly predicted restaurant revenues, P = 81806.15, t 
(80) = 5.51, p  < .0005. Restaurant types also was significant in predicting restaurant 
revenues, P = -41181.40, t (80) = -2.20, p< .031. Two customer service perception 
variables significantly predicted restaurant revenues: percent excellent friendly/helpful, P 
= 11061.22, t (80) = 2.2A,p< .027 and percent excellent wait time, P = -17427.10, t (80) 
= -4.567, p< .000. All other variables show no significant effect on restaurant revenue.
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Table 4. 
Coefficients
Un-standardized Standardized
Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 281677.3 73717.324 3.821 .000
month 7382.923 5220.766 .132 1.414 .161
city location 60644.650 18365.672 .308 3.302 .001
restaurant type -72695.7 18365.672 -.370 -3.958 .000
2 (Constant) 273980.3 143395.0 1.911 .060
month 7500.808 3358.609 .134 2.233 .028
city location 81806.156 14835.611 .416 5.514 .000
restaurant type -41181.4 18718.489 -.209 -2.200 .031
percent excellent 
friendly/helpful 11061.228 4919.304 .647 2.249 .027
percent excellent 
food quality -6532.674 3870.470 -.566 -1.688 .095
percent excellent 
price/value 1009.833 4965.948 .032 .203 .839
percent excellent 
wait time -17427.1 -.919 -4.567 .000
percent excellent 
food variety 5417.743 4211.276 .288 1.286 .202
percent excellent 
ambiance/decor -456.722 3043.252 -.034 -.150 .881
Hypothesis Results
The hypothesis, perceived service quality will have a positive relationship to 
restaurant revenue, is supported by the service quality variable percent excellent 
friendly/helpful staff, P = 11061.22, p< .027.
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CHAPTER 5
CONCLUSIONS AND RECOMMENDATIONS 
The results o f this study give insight into six perceived customer service factors 
and their potential influence on restaurant revenues in a gaming-centric casino 
environment. Large-scale casino resorts are primarily gaming-centric or amenity-centric 
properties. It is imperative to understand the differences in business strategy between 
gaming-centric and amenity-centric operations. Gaming-centric operations are focused on 
maximizing the casino revenues, and all other departments, including food and beverage, 
exist to support the casino. Amenity-centric properties are focused on maximizing 
individual revenue streams from all the property’s amenities such as the hotel, 
restaurants, convention space, spa and the casino. The data in this study is from a 
company that operates mostly gaming-centric casinos, and generates the majority o f the 
company’s revenues and profits from gaming. The Mandalay Bay Group and MGM 
Mirage Company consist o f amenity-centric properties. The Mandalay Bay Group gains 
seventy percent of its revenues from non-gaming sources (Adams, 2004). The MGM 
Mirage Company is evenly split between gaming and non-gaming revenues (Adams, 
2004). Since this study has focused solely on gaming-centric operations, the results 
should be contrasted against amenity-centric and other food and beverage businesses to 
reach meaningful conclusions. The study results indicate that restaurant revenue in a
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casino-centric operation is significantly influenced by friendly and helpful staff as well as 
the amount o f time spent in lines waiting to get into a restaurant. Conversely, the other 
factors o f ambiance/décor, food quality, food variety and price/value did not have 
statistically significant results in a gaming-centric environment.
It may be somewhat intuitive that a friendly and helpful staff in a restaurant would 
make the dining experience pleasant for the guest in an amenity-centric property. This 
same concept is evident in studies done in a traditional hospitality setting as shown in 
those done by Kimes (2003). Her results clearly indicated that training and motivation of 
the staff and management were key to increasing revenues. The current study results also 
indicate that restaurant revenue is positively influenced by the friendly and helpful staff 
in the gaming-centric operation. This would suggest that even in operations where 
restaurants and other departments are operated as support departments for the casino, that 
additional revenues could be realized if the customers perceived the restaurant staff as 
friendly and helpful.
While decreasing wait time may be an important factor to increasing revenues in 
any food and beverage operation (Kimes, 2004), this study has clearly confirmed its 
importance in the gaming-centric property. A visit to a large casino operation will 
confirm that lines are very prevalent at the entrance of restaurants. An unscientific and 
casual observation will confirm the existence of such lines. However, these same 
observations will also confirm that the operators of the same casino restaurants have 
actually planned for lines since they frequently install equipment to control the location 
and length of the expected lines. This author was personally involved in the planning and 
development of casino restaurants at a corporate level that designed gaming-eentric
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casino restaurants in this manner. The restaurants were designed to ensure that customers 
were waiting for empty tables, which in turn meant that the restaurant was operating at 
high table efficiency. Table efficiency in this case is measured as a percent o f tables used 
in a given period, usually an hour. Table efficiency was a statistic used by management in 
the restaurants used in this study. It is intuitive that as more restaurant tables (seats) are 
occupied, the greater the potential restaurant revenue.
This approach to managing restaurant operations has some interesting 
implications for revenue and perceived customer service quality within gaming-centric 
casinos. The study results show that as customer perception o f wait time increases (higher 
perceived service quality rating as a result of shorter wait times), restaurant revenue will 
decrease 0 =  -,9 \9 ,p<  .000). On the surface this seems contrary to the industry studies 
on the subject (Cheng, 2005; Cheng, 2006; Kimes, 2004). Kimes (2004), for example, 
found that inefficiencies in the operation increased wait times and decreased perceived 
customer service quality. Further, she found that when these inefficiencies were 
improved or eliminated, wait times were reduced, perceived customer service quality 
increased, and revenue increased. So, why are the results of this study in gaming-centric 
casinos contradicting the results o f other studies in this area?
There are two parts to the answer. First, restaurant revenues in a gaming-centric 
operating environment depend on operating efficiencies due to the limited availability of 
tables (or seats) as noted earlier. The restaurant capacity was purposely designed to 
ensure that the table efficiency could be maximized. This maximization in turn enables 
the restaurant to operate at the lowest possible cost per table (or seat). Labor costs per 
customer, seat, and/or table are operating statistics used in gaming-centric casino
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restaurants to measure the efficiency of their food operations. Such efficiencies contribute 
to the overall operating efficiency of the entire casino operation and have an impact on 
the profitability of the entire operation. Having customers waiting in line for available 
tables assists in keeping any available tables filled or put another way, the tables are 
empty for the shortest possible time. Keeping the restaurant tables filled with customers 
and operating in an efficient manner then maximizes the potential revenue. These are the 
same results found by Kimes (2003; 2004) in non-gaming environments. Secondly, the 
type of customer and their reason for dining in a gaming-centric casino restaurant 
warrants attention. The customer in a gaming-centric casino may be very different than a 
customer in an amenity-centric casino environment. The type of gaming is different and 
therefore the revenues on various gambling games are different. This can be confirmed 
by looking at the Nevada Gaming Almanac (Opton, 2002). The casino customer profile 
during the period of this study was a female, forty-two years old, owned a house, lived in 
the mid-west, drove an SUV, and had an average annual income of $50,000. A quick 
visit to an amenity-centric will confirm that their average customer profile may be very 
different. This is an area ripe for additional studies to better understand the potential 
differences in the customers that frequent these two major casino classifications: gaming- 
centric versus amenity-centric. The fact that a customer gambles in a gaming-centric 
operation implies that the casino is supplying an environment that is meeting the needs 
or desires o f that customer. This also implies that such customers may look at restaurants 
in the casino of choice differently than those in the amenity-centric environment. Studies 
in the area would provide some additional insight to market segmentation and may 
suggest additional approaches to attracting customer on a specific demographic or on a
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more hedonistic scale. A Hard Rock Casino customer is very different than a Coast 
Resorts customer. The Hard Rock Casino customer is in their 20’s, 30’s, or 40’s and 
frequents active night clubs and trendy restaurants. The Coast Resorts customer is retired 
(over 65 years of age) and tends to play during the day or early evening and frequents 
traditional dining venues that are more in line with the 1950’s and 1960’s.
The non-significant variables in this study deserve a comment since this result is 
also counter to other studies concerning restaurant operations (Cheng, 2006; Cheng,
2005; Mohsin, 2005; Kimes, 2004). Cheng (2006, 2005) found that restaurant customers 
evaluated restaurants on these variables: value, food variety, food quality, seating, 
interior surroundings, and staff service skills. Kimes (2004) showed similar results. 
However, the results of this study show that these items are not significant enough in the 
eyes of the customer to have an effect on restaurant revenues. This suggests that the 
gaming-centric casino restaurant patron may view the experience differently than in a 
non-gaming environment. Academic investigations into casino based restaurant 
operations are very rare. Additional study in this area would certainly add some insight 
into customer behavior in such an atmosphere.
The results tell us that in a gaming-centric environment, restaurant revenues may 
be influenced by variables outside the scope of this study. Other areas of exploration may 
be warranted. Further study is necessary to identify factors not used in this study that may 
assist restaurant managers to increase revenues and control the guest experience.
The implications of this study for managers in gaming-centric properties are 
evident. Management focus on the hiring, training and development o f a friendly and 
helpful staff is imperative. In fact, improvements in this area indicate the creation of
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opportunities for increased revenue. Further, additional attention should be given to line 
management techniques. Customer demographic data and queuing theory may be 
necessary to study how such techniques might be successful and which might apply to 
specific restaurants. Because this study has clearly found some factors that do not 
influence revenues, it is also important for gaming-centric management to deemphasize 
focus on these areas. First, opportunities to save unnecessary capital spent on lavish 
ambience/decor should be explored. Next increasing operational inefficiencies and 
reducing expenses associated with food quality and variety should be considered. Last, 
because price/value isn’t as important to gaming-centric consumers, menu pricing 
opportunities utilizing revenue management forecasting techniques should be 
implemented to ensure optimal revenue maximization.
41
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APPENDIX B
HISTOGRAM OF RESTAURANT REVENUE
Histogram
Dependent Variable: restaurant revenue
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Normal P-P Plot of Regression Standardized Residual
Dependent Variable; restaurant revenue
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Partial Regression Plot
Dependent Variable: restaurant revenue
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Dependent Variable: restaurant revenue
city location
61
4 0 0 ,0 0 0 -
200,0 0 0 -
OOO O o% 
•o% o o 
OO o
0 -
* - -200 ,0 0 0 -
-400 ,000  -
1.50.0 0.5 1.0- 1.5 - 1.0 - 0.5
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
Partial Regression Plot
Dependent Variable: restaurant revenue
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Partial R egression Riot 
Dependent Variabie: restaurant revenue
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Dependent Variable: restaurant revenue
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Partial Regression Plot
Dependent Variable: restaurant revenue
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Partial Regression Plot
Dependent Variable: restaurant revenue
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